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Mr.  President  and  Gentlemen  : 

In  compliance  with  your  request  I  am  here  to  make  a  short 
address  upon  the  financial  outlook.  A  request  from  such  a  source 
is  in  the  nature  of  a  command.  I  am  here  at  your  order.  1  take 
this  ground  in  justification  of  my  presence,  because  I  must,  of 
necessity,  repeat  the  statements  of  some  facts  that  have  already 
been  given  to  the  press  over  my  signature,  but  I  am  gratified  by 
the  opportunity  to  give  even  greater  publicity  to  data,  which  I 
myself  regard  as  of  supreme  importance  at  the  present  moment. 

I  must  bring  to  your  attention  certain  fundamental  principles  in 
order  that  the  importance  of  the  facts  which  I  shall  subsequently 
present  may  be  -fully  comprehended.  The  source  of  all  rents, 
profits,  wages,  earnings  and  taxes  is  the  annual  product  of  the 
nation  ;  that  is  to  say,  the  product  of  a  series  of  four  seasons. 
This  product  is  converted,  reconverted,  and  finally  distributed  by 
purchase  and  sale  in  terms  of  money,  making  an  average  of  at 
least  three  bargains  and  sales  between  producer  and  consumer.  An 
approximate  estimate  of  the  dealings  in  goods,  wares  and  merchan- 
dise of  all  kinds  in  a  year  of  the  present  decade  comes  to  forty-two 
billions  of  dollars  (M2,000,000,000.) 

It  is  customary  to  treat  the  elements  of  production  under  three 
heads  only,  namely,  land,  labor  and  capital  ;  but  there  are  five 
factors  in  production.  Since  time  has  become  a  subject  of  legis- 
lation, and  of  limitation  by  statute,  "time"  must  be  added  as  a 
variable  factor.  But,  most  important  of  all,  the  paramount  factor 
in  all  production  is  the  mental  ability  or  power  of  directing  the 
combined  forces  of  land,  labor  and  capital  to  the  most  complete 
satisfaction  of  the  wants  of  mankind.  This  is  accomplished  by  the 
exchange  of  product  for  product,  or  of  service  for  service.  No 
classes  in  the  community  perform  so  great  a  service  for  so  small  a 
share  of  the  annual  product  as  the  bankers,  the  railway  and  steam- 
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ship  managers,  and  the  great  merchants.  Large  as  this  share  may 
be  in  the  aggregate,  the  margin  of  profit  on  each  service  is  very 
small.  In  proportion  to  the  increase  and  effectiveness  of  capital 
the  share  of  the  product  falling  to  capital  is  increased  absolutely 
but  is  diminished  relatively,  while  the  share  falling  to  the  workmen 
iH  augmented  both  absolutely  and  relatively. 

The  ignorance  or  intelligence  of  any  ccmmunity  can  be  more 
easily  measured  and  determined  by  their  support  of  bankers  and  of 
banks,  or  by  their  prejudice  and  antagonism  to  them,  than  by  any 
other  standard.  In  this  matter  witness  the  intelligence  of  the  canny 
Scotchmen,  who  so  esteem  and  support  their  great  bankers  as  to 
enable  eleven  or  twelve  great  banks  at  the  distributing  centres 
connected  with  more  than  one  thousand  branches  to  meet  the  need 
of  every  single  farmer  even  in  the  remotest  corner  of  Scotland,  and 
to  support  him  with  a  well-earned  credit.  Compare  these  condi- 
tions which  have  been  developed  by  the  intelligence  and  integrity 
of  the  Scotch  with  Missouri  and  Kansas,  for  instance.  These  two 
States  are  greater  by  far  in  area  and  almost  immeasurably  greater 
in  resources  than  Scotland,  yet  they  are  now  struggling  witli  a  dis- 
credit which  has  been  promoted  by  their  misrepresentatives  in  the 
Congress  of  the  nation. 

I  imply  no  want  of  sincerity  of  purpose  on  the  part  of  such  men 
as  Representative  Bland  and  Senator  Peffer,  but  the  more  sin- 
cere they  are  in  their  utter  ignorance  of  monetary  science  and 
practice  the  more  harm  they  do  to  their  own  constituents  by  bring- 
ing discredit  and  loss  upon  them.  Yet,  in  spite  of  ignorance  and 
temporary  incapacity  in  legislation,  both  in  the  conduct  of  our 
finances  and  in  the  collection  of  our  national  revenue,  we  prosper  ; 
such  is  the  potential  of  our  soil,  our  forests  and  our  mines. 

When  the  intelligence  of  the  mass  of  the  people  on  financial 
questions  is  equal  to  their  power  of  adapting  their  manual  and 
mechanical  ability  to  the  varied  conditions  of  our  soil  and  climate, 
our  common  welfare  will  be  assured  in  a  measure  as  yet  hardly  to 
be  conceived.  I  therefore  welcome  any  and  every  organization 
that  tends  to  overcome  the  inertia  of  the  farming  community  ; 
Granges,  Farmers'  Alliances,  or  by  whatever  other  name  they  are 
called.  They  soon  become  common  schools  of  social  science,  and 
the  quack  doctors  are  soon  found  out  and  discharged.  The  number 
of  persons  occupied  directly  in  agriculture  outnumbers  every  other 
industrial  class  in  this  community,  almost  outnumbering  all  others. 

When  the  census  of  1890  was  the  subject  of  legislation,  the 
proposition  was  carried  to  appropriate  one  million  dollars  to  an 
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investigation  of  the  subject  of  mortgages  on  land,  especially  upon 
farms.    Great  complaint  had  been  made  of  this  burden,  which  was 
and  is  by  many  believed  to  be  almost  unbearable.    I  did  not  then 
take  this  view  of  the  matter.    T  promoted  the  appropriation  for  the 
very  reason,  that  having  made  a  partial  investigation  of  the  subject 
of  farm  mortgages,  I  had  already  reached  the  conclusion,  that  on  the 
complete  study  of  the  case,  a  result  would  be  disclosed  the  very 
reverse  of  the  common  belief  ;  my  forecast  of  1885  and  1886  has 
been  more  than  justified.    Two  better  men  to  do  this  work  could  not 
have  been  selected  than  the  experts  by  whom  it  has  been  conducted, 
Messrs.  George  K.  Holmes  and  John  S.  Lord,  Special  Census 
Experts.    The  registry  of  deeds  in  every  county  of  the  United 
States  has  been  searched,  and  the  data  in  this  report,  which  is  now 
nearly  complete  in  a  published  form,  are  more  absolute  than  census 
data  are  apt  to  be.    None  are  more  aware  of  the  caution  with 
which  statistical  data  must  be  used  than  those  who  have  had  most 
to  do  with  their  compilation  ;  yet,  when  absolute  data  have  been 
compiled  by  competent  men,  the  conclusions  are  as  sure  and  as 
certain  as  those  which  you  derive  from  the  statistics  of  the  trial 
balances  of  your  banks,  your  counting  rooms  and  your  corporations. 
Figures  never  lie  except  when  liars  make  or  misuse  figures.  We 
are,  to-day,  dealing  with  the  trial  balance  of  the  nation,  and  I  may 
assure  you  that  every  statement  in  figures  that  I  shall  put  before 
you  has  been  verified  by  the  proper  authorities  in  Washington  ; 
cautioning  you,  however,  that  I  am  wholly  responsible  for  the 
deductions  which  I  may  base  on  these  statements. 

In  dealing  with  the  results  of  this  investigation  of  farm  mort- 
gages, there  are  scarcely  any  variations  or  qualifications  to  be  made. 
The  figures  are  as  nearly  absolute  as  any  such  statistical  data  can 
be,  because  both  the  number  and  amount  of  all  mortgages  have 
been  taken  from  the  actual  books  of  record  ;  while  the  valuations 
with  which  they  are  accompanied  have  been  justified  as  completely 
as  it  is  in  the  power  of  judicially  minded  men  to  verify  them. 

I  think  I  shall  surprise  you  by  the  picture  that  I  may  now  place 
before  you.  There  are  more  than  four  and  one-half  millions 
(4,564,641)  farmers  in  this  nation.  A  little  less  than  one-third  of 
our  great  area,  omitting  Alaska,  has  been  occupied  and  fenced, 
(623,218,619  acres,)  in  a  little  over  one-half  this  area  improved  by 
this  great  industrial  force  (357,6 16,755.)  (Total  area,  exclusive  of 
Alaska,  1,900,000,000  acres.)  The  average  farm  is  one  hundred 
and  thirty-seven  acres  (137)  in  extent. 

In  dealing  with  these  facts,  it  is  important  to  bear  in  mind  that 
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while  only  one-third  of  our  domain  is  yet  occupied  and  fenced  in, 
and  but  little  over  one-half  that  area  is  improved,  so  that  our  pro- 
ducts of  agriculture,  aside  from  those  which  are  derived  from 
pasture  land,  are  yielded  by  less  than  twenty  per  cent,  of  our  area, 
exclusive  of  Alaska,  yet  nearly  all  the  public  domain  that  can  be 
granted  free  has  been  occupied.  Upon  these  facts  I  predicate 
great  improvement  in  agriculture.  So  long  as  virgin  land  has  been 
open  to  occupation,  our  crops  have  been  made,  in  large  measure,  by 
treating  the  soil  as  a  mine,  and  withdrawing  from  it  the  elements 
of  fertility.  Such  conditions  are  not  conducive  to  true  methods  of 
farming.  Intelligence  must  now  take  the  place  of  mere  manual 
and  mechanical  energy,  and  the  soil  must  be  dealt  with  as  a  mere 
instrument  of  production,  which  will  yield  abundance  in  proportion 
to  the  skill  with  which  it  is  treated.  In  this  connection,  I  may 
name  the  two  most  important  developments  of  the  present  decade, 
the  discovery  of  almost  inexhaustible  deposits  of  phosphates  in 
Florida,  and  the  cheap  source  of  nitrogen  through  the  agency  of 
bacteria.  The  nitrogenous  element  in  the  nutrition  of  the  soil  has 
been  the  most  necessary  and  the  most  costly.  Now,  it  appears, 
that  the  leguminous  plants  attract  hordes  of  bacteria,  who  dissociate 
the  atmosphere  and  convert  the  nitrogen  to  the  nutrition,  in  due 
sequence  of  plant,  soil,  grain,  beast  and  man. 

This  postulate  of  economic  science  may  now  be  established. 

Consumption  limited.    Production  unlimited. 

The  dreary  dogma  of  Malthus  and  also  Ricardo's  hypothesis 
on  the  source  of  rent  and  the  so-called  rule  of  diminishing  returns 
from  land  will  all  fall  in  the  light  of  these  new  conditions  of  food 
supply,  and  what  we  call  the  science  of  Political  Economy  will 
cease  to  be  a  dismal  science.  The  customary  size  of  the  farm  is 
truer  to  the  general  average  than  such  averages  are  apt  to  be. 


Eleventh  Census,  1890 — United  States. 


Total  acreage  of  farms,  

Average  size  of  farms,  (acres,) 


623,218,619 
137 


Classification  of  Farms. 


Number. 


Under  10  acres, . . . 
10  and  under  20,. . 
20  and  under  50,.. 
50  and  under  100,. 
100  and  under  500, 


150,194 
265,550 
902,777 
1,121,485 
2,008,694 
84,395 
31,546 


500  and  under  1,000, 
1,000  and  over,  
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These  farms  and  farm  buildings  are  worth  on  the  average,  ac- 
cording to  the  judgment  of  the  experts  selected  by  the  agents  of 
the  Census,  a  fraction  under  three  thousand  dollars  each,  (|3,000,) 
paying  no  regard  to  stock  and  tools.  They  represent  a  property  or 
estate  in  land  and  buildings  of  over  thirteen  billion  dollars, 
($13,279,252,649,)  using  the  word  "billion,"  according  to  our  cus- 
tom, as  a  synonym  for  one  thousand  million. 

Census  of  1890. 

Value  of  farms,   $13,279,252,649 

Value  of  Implements  and  Machinery,   494,247,467 

Value  of  Live  Stock ,  ,   2, 208, 767, 573 

Total,   $15,982,267,689 

Now,  gentlemen,  mark  these  facts,  more  than  half  these  farms 
are  wholly  free  from  any  mortgage  whatever.  The  mortgage  on 
those  which  are  incumbered  is  much  less  than  one-half  the  value  of 
that  specific  number  of  farms.  More  than  one-half  the  money  due 
on  farm  mortgage  is  due  to  citizens  of  the  same  State  in  which  the 
farms  are,  and  the  total  mortgage  on  occupied  farms,  which  are 
now  devoted  to  agriculture  and  which  are  not  held  for  speculative 
purposes  in  the  vicinity  of  towns,  is  computed  at  less  than  thirteen 
hundred  million  dollars,  ($1,300,000,000,)  or  less  than  ten  per  cent. 
(10^)  of  the  valuation  of  the  farm  lands. 

Mortgages  on  "acres"  are  not  the  same  as  mortgages  on  "farms," 
because  large  areas  now  taxed  by  the  acre  in  the  vicinity  of  towns 
and  cities  are  held  for  improvement  as  lots.  A  separation  has  been 
made  by  the  Census  experts  which  leads  to  the  following  con- 
clusions : 

The  mortgage  debt  incumbering  "farms"  cultivated  by  owners  in 
1890  was  $1,055,336,380. 

The  total  mortgage  on  "  farms  "  and  "  acres  "  was  $2,255,336,380. 

This  would  leave  $1,200,000,000  to  incumbered  "  farms "  hired 
and  acre  tracts  that  are  not  "  farms." 

The  census  authorities  remark:  "The  incumbrance  on  hired 
farms  is  believed  to  be  very  small.  A  farm  owner  whose  circum- 
stances require  or  permit  that  he  should  let  his  farm  is  hardly  ever 
in  a  situation  where  he  needs  to  have  a  mortgage  on  it." 

On  the  basis  of  this  discrimination  I  have  computed  the  possible 
farm  mortgage,  or  farms  worked  by  owners  or  lessees,  at  ten  per 
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cent,  or  less,  certainly  not  more.  The  actual  data  of  mortgages 
taken  from  the  Registry  of  Deeds  does  not  even  reach  that  sum. 
Eighty-two  and  a  half  per  cent,  of  this  money  was  borrowed  for 
the  purchase  and  improvement  of  the  land  ;  seven  per  cent,  more 
to  stock  it.  Only  ten  per  cent,  for  all  other  purposes.  I  suppose 
it  is  partly  due  to  the  surprise  with  which  this  statement  was  re- 
ceived by  your  President  that  I  am  here  to-day. 

What  do  these  facts  mean  ?  We  must  first  review  certain  quali- 
fying conditions.  In  the  South  a  certain  portion  of  those  who  cul- 
tivate the  land  are  tenants,  working  for  a  share  of  the  crops,  gradu- 
ally changing  into  freeholders  as  the  colored  men  become  progres- 
sive and  ambitious.  But  our  main  interest  lies  in  the  conditions  of 
the  great  Mississippi  Valley — the  great  grain-growing  section  of 
this  country — to  which  the  political  power  is  now  passing.  North 
of  the  old  Mason  and  Dixon  line,  less  than  twenty  per  cent.  (20^) 
of  the  farms  under  cultivation  are  worked  by  tenants.  These 
tenants  do  not  represent  a  change  to  an  extensive  tenant  and  land- 
lord system.  The  lessees  are,  to  the  greater  number,  the  sons  of 
original  owners  of  farms  or  the  men  who  were  formerly  hired  by 
the  older  farmers,  who  have  now  retired;  a  very  small  proportion 
are  men  whose  mortgages  have  been  foreclosed  and  who  have 
leased  the  land  formerly  owned  by  themselves.  There  are  large 
numbers  of  retired  farmers  dwelling  in  the  smaller  towns  in  the 
neighborhood  of  their  farms,  where  they  get  the  benefit  of  schools 
for  their  children  and  relief  from  the  isolation  and  the  hard  condi- 
tion of  life  such  as  are  pictured  in  the  accounts  of  the  early  days 
of  Abraham  Lincoln.  There  they  live  comfortably  on  their  in- 
comes, and  a  very  considerable  amount  of  the  money  loaned  on 
mortgage  on  farm  land  has  been  loaned  by  these  very  retired 
farmers,  who  first  secured  possession  of  their  own  land  by  being 
enabled  to  mortgage  it  for  the  purchase  money. 

Putting  aside  the  tenants,  more  than  eighty  per  cent.  (80^)  of 
all  the  farms  now  occupied  and  worked  are  in  the  possession  of 
their  owners.  In  twenty-two  typical  States  separately  investi- 
gated and  tabulated,  sixty-eight  (68^)  per  cent,  of  these  farms  are 
free  of  any  mortgage  whatever,  and  onh^  thirty-two  per  cent.  (32^) 
are  subject  to  a  mortgage  of  a  very  moderate  average  amount  less 
than  $1,000  each.  This  burden  has  been  steadily  diminished  even 
in  the  face  of  the  falling  prices  of  the  last  ten  years. 

Note. — There  are  some  very  startling  facts  about  this  matter  of  mortgages 
on  real  estate  which  may  well  be  studied  in  connection  with  this  address.  The 
details  will  be  more  fully  given  in  a  Forum  article  for  May.    In  this  address 
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I  have  dealt  exclusively  with  farm  mortgages.  The  mortgage  data  gathered 
by  the  Census  authorities  cover  city  and  suburban  lots  and  suburban  acres. 
During  the  decade  to  which  the  examination  has  been  applied  one-third  part 
of  the  area  of  the  United  States,  omitting  Alaska,  passed  under  mortgage,  to 
the  number  of  about  nine  and  one-half  million  separate  transactions  registered. 
More  than  one-half  of  the  mortgages  executed  in  that  period  have  been  paid, 
and  to  this  payment  may  be  added  substantially  the  whole  of  whatever  the 
outstanding  mortgages  were  at  the  beginning  of  the  decade.  On  the  data  of 
the  Census  investigation  the  outstanding  mortgages  on  all  kinds  of  real  estate 
amounted  to  six  billions  of  dollars  in  round  figures  ($6,000,000,000.)  A  very 
large  share  of  this  is,  of  course,  accounted  for  in  the  great  cities. 

The  principal  Western  indebtedness  on  mortgage  is  in  and  around  Chicago, 
but  there  is  one  startling  fact  to  which  my  attention  has  been  called  by  Mr. 
Holmes,  which  I  will  submit  as  a  matter  of  importance  to  the  New- York 
Chamber  of  Commerce.  In  the  great  urban  region  in  and  around  New- York 
City — in  Kings,  Queens,  New- York,  Richmond  and  Westchester  Counties,  in 
the  State  of  New- York,  and  in  the  Counties  of  Bergen,  Essex,  Hudson, 
Monmouth,  Passaic  and  Union  in  the  State  of  New-Jersey — the  real  estate 
mortgage  debt  is  a  fraction  under  twelve  hundred  and  eighty  million 
($1,279,343,703.)  This  amount  is  twenty-one  and  one-fourth  per  cent.  21. 25,^^ 
of  the  whole  real  estate  mortgage  debt  of  the  United  States.  It  is  fifty-one 
per  cent.  (51.04^)  of  the  real  estate  mortgage  debt  of  what  is  commonly  known 
as  the  West,  extending  from  Ohio  westward  to  Kansas  and  northward  to  the 
Dakotas,  with  its  populous  cities  of  Chicago,  Cincinnati.  Cleveland,  Detroit, 
Minneapolis,  Kansas  City,  Milwaukee,  Omaha,  St.  Louis  and  St.  Paul.  It 
is  doubtless  true  that  the  value  of  the  real  estate  in  and  about  New- York  is 
far  more  than  sufficient  to  sustain  this  indebtedness,  yet  it  is  an  important  fact 
to  know  where  the  indebtedness  lies,  and  what  is  the  relative  burden,  con- 
trasting the  East  with  the  West. 

It  will  be  remarked  that  the  amount  of  the  incumbrance  in  eleven  counties 
in  and  around  the  City  of  New-York  exceeds  the  amount  of  mortgages  on  all 
the  farms  of  the  United  States. 

Superficial  persons  are  but  too  apt  to  regard  mortgages  on  real  estate  merely  in 
the  light  of  burdens,  but  the  thesis  of  my  article  in  the  ensuing  Forum  develops 
the  theory  sustained  by  the  thorough  examination  of  all  the  phenomena — 
and  therefore  a  true  theory — that  the  ability  of  those  who  are  farmers  and 
farm  laborers  to  borrow  money  for  the  occupation  and  improvement  of  land 
has  been  one  of  the  most  effective  elements  in  the  great  progress  of  this  coun- 
try to  the  highest  standard  of  material  welfare.  I  have,  therefore,  rated  the 
two  elements,  both  the  increase  in  the  number  and  gross  amount  of  farm 
mortgages  during  the  past  decade  and  their  rapid  liquidation,  as  evidence  of 
the  progress  of  the  farming  population  in  wealth  and  welfare. 

The  proof  of  these  favorable  conditions  does  not  rest  wholly  on 
the  data  of  the  National  Census.  This  subject  has  been  investi- 
gated by  the  State  authorities  in  many  States,  with  all  of  whom  I 
have  put  myself  in  direct  communication.  I  can  only  give  one  or 
two  citations  out  of  many  in  support  of  these  conclusions. 

If  there  were  any  three  States  in  which  one  would  look  for  ad- 
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verse  conditions  among  the  farmers  they  would  be  in  the  wheat- 
growing  States  of  Minnesota,  Michigan  and  South  Dakota,  yet  the 
independent  investigations,  both  before  the  Census  and  subsequent 
thereto,  fully  sustain  the  conclusions  of  the  Census,  proving  that 
the  general  conditions  of  these  farmers  is  one  of  prosperity  and  in- 
dependence, although  this  year  has  subjected  them  to  severe  trials. 

The  very  able  Commissioner  of  Labor  in  Minnesota,  Mr.  L.  G. 
Powers,  uses  these  words  in  his  last  Annual  Report  : 

"  The  mortgage  foreclosures  in  Minnesota  on  farm  property  have, 
in  the  past  ten  years,  decreased  relatively  thirty-five  per  cent.,  and 
the  general  condition  of  the  farmers,  as  a  whole,  has,  to  the  same 
extent,  been  improved  since  the  year  1880." 

"  The  improvement  in  the  financial  condition  thus  shown  is,  un- 
doubtedly, largely  due  to  the  improved  methods  of  agriculture 
which  have  been  introduced  in  the  last  ten  or  fifteen  years." 

Perhaps  I  ought  here  to  give  you  a  word  of  caution  and  submit 
some  adverse  testimony  from  the  London  Times  of  February  23d  : 

"  Royal  Commission  of  Agriculture.  At  a  meeting  of  this  com- 
mission yesterday,  Mr.  John  Clay,  Jr.,  Assistant  Commissioner  of 
the  Duke  of  Richmond's  commission,  stated  that  the  wheat  grow- 
ers in  Minnesota  and  Dakota  are  nearly  bankrupt  entirely  owing  to 
the  price.  Immigration  has  almost  stopped,  the  farmers  are  leaving 
and  the  land  is  being  abandoned." 

Excellent,  but  insular  testimony.  What  is  the  testimony  in 
Dakota  ? 

The  Secretary  of  State  of  South  Dakota  takes  a  somewhat  differ- 
ent view  of  the  reason  why  many  farmers  leave  the  land,  which  is 
interesting,  in  view  of  the  fact  that  the  Territory  of  Dakota  was 
an  almost  uninhabited  wilderness  twenty  years  since. 

In  reply  to  my  question  about  the  landlord  and  tenant  system,  his 
answer  is  as  follows  : 

"  There  is  a  small  increase  in  the  number  of  tenant  farmers,  but 
in  almost  every  instance  it  is  occasioned  by  the  owner,  who,  having 
worked  faithfully  and  hard  fifteen  or  twenty  years,  has  accumu- 
lated sufficient  competence  to  move  to  a  neighboring  town  and  the 
better  to  enjoy  church  and  school  facilities  for  himself  and  children. 
This  is  not  an  indication  of  the  consolidation  of  farms  in  larger 
areas.  Our  little  town  of  Canton,  with  a  population  of  eighteen 
hundred,  has  at  least  fifty  families  who  are  retired  farmers,  most  of 
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whom  are  living  exclusively  on  the  income  of  their  farms.  I  am 
safe  in  saying  that  this  same  condition  is  to  be  found  in  every  town 
in  Southeastern  Dakota.  A  great  many  farmers  in  the  older  settled 
counties  are  now  loaning  money  to  farmers  in  the  new  sections. 
Even  in  this  Lincoln  County,  which  was  first  settled  twenty-two 
years  ago  by  people  of  every  nationality,  who  came  by  team  and 
took  homesteads  then  fifty  miles  from  a  railroad,  at  least  one-half 
are  worth  from  ten  to  twenty  thousand  dollars,  and  many  of  them 
are  loaning  money  to  their  less  fortunate  neighbors." 

While  it  is  true  that  farming  confined  exclusively  to  small 
grain  raising  has  not  been  very  profitable  for  the  past  three  or  four 
years,  it  is  a  fact  that  the  farmers  who  have  pursued  mixed  farming, 
raising  cattle,  hogs,  sheep,  corn,  wheat,  are  invariably  prosperous, 
and  gradually  getting  well  off.  In  our  county  I  am  safe  in  saying 
that  not  two  per  cent,  of  farm  mortgages  made  here  have  gone  to 
foreclosure.  This  is  a  remarkable  record,  when  it  is  considered 
that  but  very  few  quarter  sections  (160  acres)  have  escaped  a  mort- 
gage at  one  time  or  another  since  it  was  patented." 

These  statements  seem  to  be  inconsistent  with  the  recent  embar- 
rassment of  many  so-called  "  farm  mortgage  companies,"  but  I  need 
not  point  out  to  the  gentlemen  present,  who  know  the  conditions, 
that  in  almost  every  instance  these  embarrassments  have  arisen  from 
loaning  on  speculative  investments  on  suburban  acres  and  city  lots 
and  not  on  true  farms. 

I  will  not  weary  you  with  many  more  citations  that  I  could  give 
from  my  personal  correspondence  with  State  officials,  all  sustaining 
the  data  of  the  national  census  of  mortgages. 

Now,  gentlemen,  where  in  any  other  land  at  any  other  period  of 
history  has  there  existed  such  a  body  as  this  great  community  of 
over  four  and  one-half  million  (4,500,000)  industrious  and  intelli- 
gent freehold  farmers,  of  whom,  by  far,  the  greater  proportion  hold 
their  land  free  of  incumbrance  ?  Is  there  any  danger  to  be  pre- 
dicted on  the  passing  of  the  balance  of  power  from  the  East  to  the 
Mississippi  Valley  under  such  conditions  ?  These  farmers  are,  to  a 
very  large  extent,  creditors  rather  than  debtors.  They  are  creditors 
not  only  in  being  lenders  of  money  themselves,  but  they  are  cred- 
itors of  the  whole  community  in  the  fact  that  even  in  preparing 
their  land  and  in  planting  their  crops  they  must  extend  a  credit  for 
an  average  period  of  time  of  at  least  six  months  to  ten  months 
before  they  can  reap  the  harvests  and  secure  the  payment  for  their 
products.    Are  they  going  to  run  the  risk  of  the  fluctuation  of 
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a  silver  standard  ?  Not  much  !  Where  can  you  point  out  to  me 
any  class  in  the  business  community  so  thoroughly  independent,  so 
free  from  incumbrance,  or  so  able  to  grant  a  credit  to  the  whole 
community  as  this  great  body  of  the  freehold  farmers  of  the  broad 
Mississippi  Valley  ? 

We  know  all  the  difficulties  to  which  the  farmers  of  the  East 
have  been  subjected  ;  we  know  how  hard  the  struggle  has  been  to 
adapt  the  conditions  of  agriculture  to  the  great  changes  that  have 
been  brought  into  action  by  the  railway  and  the  steamship  ;  but  I 
now  put  before  you  these  great  bottom  facts  dominating  the  whole. 
These  statements  will  presently  be  sustained  by  official  details  which 
time  will  not  permit  me  to  present  to  you  here  and  now  and  in  a 
very  complete  article,  which  I  have  prepared  for  the  Forum  for 
May. 

Within  the  lives  of  many  of  us  who  are  here  present,  the  cost  of 
moving  a  bushel  of  grain  by  wagon  exhausted  its  value  in  a  very 
short  distance  over  common  roads — maize  or  Indian  corn,  I  believe, 
in  less  than  one  hundred  miles  and  wheat  in  one  hundred  and  fifty. 
At  the  present  time  the  quantity  of  wheat  which  is  required  to 
make  the  quartern,  or  four-pound  loaf  of  the  London  workman,  is  pro- 
duced in  some  sections  of  this  country  at  so  low  a  cost  for  the 
actual  labor  required  that  there  is  no  English  coin  small  enough  to 
measure  it.  There  is  less  than  a  farthing's  labor  in  producing  the 
wheat  for  a  quartern  loaf.  The  wheat  thus  produced  at  the  lowest 
cost  in  the  world,  and  yet  at  the  highest  rates  of  wages  that  are 
paid  any  where  in  the  world  for  farm  labor,  is  carried  half  way 
around  the  globe,  from  California  or  from  Dakota,  at  so  low  a  charge 
by  railway  and  steamship  that  there  is  but  one  English  coin,  the 
farthing,  which  is  less  tlian  the  measure  of  this  service.  Two 
farthings  more  than  suffice  to  pay  the  freight  of  the  wheat  in  each 
quartern  loaf  from  California  or  from  our  far  West  to  London. 

By  whom  are  these  services  rendered?  Not  wholly  by  the 
farmer.  He  would  be  powerless  to  supply  his  neighbor  on  the  far 
side  of  the  globe  with  his  daily  bread,  except  for  the  service  of 
those  who  conduct  the  railways  and  the  steamships — except  for  the 
service  of  the  merchant — yet  more,  except  for  the  service  of  the 
banker.  Yet  while  all  these  representatives  of  the  great  forms  of 
modern  energy  stand  ready  to  do  their  work,  the  farmer  has  lately 
become  almost  powerless  and  might  be  smothered  in  the  abundance 
of  his  own  great  crops  through  the  danger  of  the  threatened  de- 
basement of  the  standard  or  unit  of  value  of  this  country.  To  no 
class  in  the  community  is  it  more  important,  or  even  so  important, 
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that  the  unit  of  value  by  which  the  world's  great  commerce  is  con- 
ducted should  be  maintained  than  it  is  to  the  farmers  of  this  coun- 
try. It  lias  been  maintained  within  a  week  by  the  President  of 
the  United  States.  The  whole  nation  will  yet  bless  him  for  his 
courage  and  his  devotion  to  duty.  None  will  be  more  sure  to  sup- 
port him  than  this  great  conservative  body  of  men  who  are  occu- 
pied in  agriculture  and  who  are  the  creditors  of  the  world.  Slowly 
but  surely  they  will  comprehend  this  question,  and  "in  the  end 
they  will  sustain  the  man  who  has  the  courage  of  his  convictions 
and  who  has  defended  them  even  against  the  error  of  their  own 
misrepresentatives. 

There  is  one  fact  which  explains  the  great  fall  in  prices  accom- 
panied by  a  more  than  equal  rise  in  the  rates  of  wages  in  this  coun- 
try, to  which  I  can  only  refer  in  passing. 

Had  the  New- York  Central  and  Hudson  River  Railroad  been 
able  to  make  the  same  charge  on  its  freight  service  for  the  last 
three  years  that  it  received  from  1865  to  1869,  its  earnings  from 
freight  in  1890,  1891  and  1892,  three  years,  would  have  been 
$190,000,000  more  than  they  were.  The  sum  of  its  stock  and 
bonds  is  but  little  over  $150,000,000. 

Had  the  railroads  of  the  United  States,  which  have  been  in- 
creased in  mileage  over  100,000  miles  since  1870,  been  able  to 
charge  during  the  ten  years,  1883  to  1892,  inclusive,  the  rate  of 
freight  which  was  received  by  the  great  systems  centreing  in 
Chicago  from  1865  to  1869,  inclusive,  the  sum  of  their  freight 
earnings  in  that  ten  years  would  have  exceeded  their  actual  earn- 
ing by  eleven  billions  of  dollars,  (111,000,000,000,)  which  was  more 
than  the  whole  amount  of  their  capital  and  bonds  outstanding  on 
the  31st  of  December,  1892. 

In  dealing  with  our  present  and  future  financial  conditions  it  is 
important  to  remark  that  we  hardly  need  to  go  beyond  this  reduc- 
tion of  railway  freight  charges  in  order  to  account  for  almost  the 
whole  of  the  reduction  in  -prices,  and  the  rise  in  the  earnings  or 
wages  of  the  mass  of  the  people  since  the  resumption  of  specie 
payments,  January  1,  18'79. 

If  time  allowed  I  might  well  deal  with  the  obstructive  and  al- 
most paralyzing  effect  of  the  Inter-State  Commerce  Act  upon  the 
railway  service. 

I  must  now,  perforce,  return  to  the  main  purpose  of  this  address. 
I  have  said  that  the  source  of  all  profits  and  rents,  of  all  earnings 
or  wages  and  of  all  taxes  is  the  product  of  each  four  seasons,  from 
the  exchange  or  sale  of  which  all  these  elements  of  personal  in- 
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comes  are  recovered.  It  follows  that  the  nation  which  is  endowed 
with  the  greatest  resonrces,  coupled  with  the  most  adequate  railway 
and  water  way  system,  and  which  is  subject  to  the  least  burden  of 
taxation,  either  in  money  or,  what  is  worse,  the  drawing  away  of 
the  most  effective  part  of  the  population  to  serve  in  armies  and 
navies,  must  yield  the  highest  rate  of  earnings  or  wages,  coupled 
with  adequate,  even  though  lessening,  margins  of  profit.  Under 
such  conditions  that  nation  will  produce  and  distribute  its  crops,  its 
fuel,  its  metals,  its  products  of  the  forest  and  its  manufactures  at 
the  lowest  cost,  from  which  will  necessarily  be  derived  the  highest 
rates  of  earnings  or  wa<>:es. 

Contrast  our  conditions  at  the  present  time  with  the  principal 
nations  of  Europe,  in  which  the  most  effective  part  of  the  popula- 
tion is  now  withdrawn  for  destructive  service  in  the  great  armies 
and  navies,  which,  like  a  malignant  cancer,  are  attacking  the  vital 
organs  of  almost  every  European  nation.  Want  and  warfare  or 
costly  preparation  for  war  march  together,  promoting  nihilism, 
socialism  and  anarchy.  What  will  be  the  end  of  militarism  in 
Europe  ?  Who  can  tell  ?  Other  things  being  unequal,  with  every 
advantage  of  inequality  in  national  resources  in  our  favor,  light 
taxes  and  freedom  from  armies  it  must  follow  as  a  matter  of 
course,  that  our  product  costs  less  and  brings  more  than  that  of  any 
other  nation,  and  must,  for  that  reason,  of  necessity,  yield  higher 
wages  and  more  adequate  profits. 

In  order  that  these  benefits  may  be  most  fully  attained,  it  is 
necessary  that  our  fiscal  system  should  be  just,  and  that  our  national 
revenue  should  be  collected  with  the  least  interference  with  the  freely 
chosen  pursuits  of  the  people.  Our  international  commerce  consists 
in  the  exchange  of  the  excess  of  our  own  products,  which  are  made 
under  these  conditions  of  high  wages  and  low  costs.  We  export 
what  we  cannot  consume,  all  having  enough — the  grain  which  we 
cannot  eat,  the  cotton  which  we  cannot  spin,  the  oil  which  we  can- 
not burn,  the  copper  that  we  do  not  need,  the  silver  that  we  cannot 
use  ;  presently  we  shall  have  large  exports  of  iron  and  coal,  because 
the  lessening  product  and  higher  cost,  especially  of  British  coal, 
has  forever  transferred  the  dominion  of  these  imperial  metals  to 
this  country. 

The  power  of  coal  and  iron  has  given  Great  Britain  supremacy 
in  the  commerce  and  financial  affairs  of  the  world  for  more  than  a 
century.  That  power  has  been  transferred  to  our  country  ;  the 
problem  before  us  is  to  make  such  use  of  it  as  to  spread  good  will, 
peace  and  plenty  among  the  nations,  to  the  end  the  government  of 
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the  people,  by  the  people,  for  the  people  may  be  justified.  In  return 
for  our  exports  we  import  tbe  products  of  the  tropics,  the  products 
of  the  hand  work  of  nations  that  do  not  yet  use  labor  saving 
machinery  to  any  extent  ;  we  also  import  a  few  finished  fabrics 
which,  owing  to  special  and  inherited  aptitude,  some  European 
nations  can  still  send  to  us  to  our  mutual  advantage.  Upon  the 
facilities  which  may  be  given  to  this  exchange  or  sale  of  our  excess 
of  products,  the  price  of  all  our  crops  now  depends.  That  export 
rests  upon  two  factors,  first,  the  stability  of  the  unit  of  value  or 
standard  of  valuation,  which,  in  foreign  or  international  commerce, 
is  fortunately  free  from  the  malio^nant  influence  of  any  act  of  inter- 
national legal  tender  ;  second,  upon  the  method  by  which  our 
national  revenue  is  secured.  This  leads  me  directly  to  the  proposed 
measures  of  taxation  now  pending,  and  to  the  diminishing  burden 
of  the  obligation  for  pensions.  It  is  almost  impossible  to  deal  with 
these  problems,  without  giving  due  consideration  to  both  these 
factors  ;  although  the  stability  of  the  standard  or  unit  of  value  is 
of  such  paramount  importance  as  to  overshadow  all  other  considera- 
tions, even  those  affecting  the  collection  of  the  national  revenue. 

For  myself,  I  feel  very  confident  that  the  end  of  the  cheap 
money  delusion  has  come.  The  farmers  of  the  great  Mississippi 
Valley  now  control  this  nation.  They  hold  the  balance  of  power. 
They  are,  as  I  have  demonstrated,  creditors  far  more  than  debtors, 
even  in  respect  to  their  money  obligations  ;  yet  more  because  of 
the  time  which  must  elapse  between  their  preparing  the  soil  and 
planting  their  crops,  and  the  date  of  harvest.  They  are  slow  but 
sure  in  their  conclusion,  then  prompt  and  decisive  in  their  action. 
I  am  as  confident  that  they  will  now  sustain  the  veto  of  President 
Cleveland  and  stamp  out  the  cheap  money  craze  as  I  was  in  1874, 
when  most  of  my  friends  were  doubtful,  that  the  West  would  sup- 
port General  Grant  in  his  veto  message,  and  would  stamp  out  the 
greenback  craze,  as  they  did. 

When  we  deal  with  the  problem  of  collecting  the  national 
revenue  by  indirect  taxation,  we  are  met  with  difficulties  which 
do  not  affect  State  and  municipal  taxation.  The  requirements  of 
States,  cities  and  towns  for  local  self-government  are  greater  than 
those  of  the  nation.  The  revenue  collected  and  substantially 
expended  for  local  self-government  in  the  several  States  in  the 
census  year  amounted  to  four  hundred  and  seventy  millions  of 
dollars  (1470,000,000.)  The  expenditures  of  the  National  Govern- 
ment for  its  support,  for  the  deficiency  in  postal  revenues,  and 
for  the  interest  and  pensions  of  the  same  year  was  a  fraction  under 


16 


three  hundred  million  dollars  (1297,736,487.)  The  proportionate 
expenditure,  per  capita,  in  1890,  was  as  follows  :, 

For  State  and  municipal  purposes,  secured  almost  wholly  by 
direct  taxation  of  property,  seven  dollars  and  a  half  (17.50)  per 
capita.  For  national  purposes,  collected  by  indirect  taxation  and 
therefore  falling  upon  the  consumers,  four  dollars  and  sixty-nine 
cents  (14.69.) 

Note. — This  statement  of  the  average  taxation  for  local  and  municipal  pur- 
poses is  one  that  might  mislead.  I  distrust  all  great  averages  in  statistics 
unless  I  know  all  the  other  facts.  There  are  very  great  variations  in  local 
taxation  on  this  average  of  seven  and  one-half  dollars  ($7.50)  per  head.  For 
instance,  I  live  in  the  town  of  Brookline,  Mass.  The  population  is  estimated 
at  14,500.  We  are  still  under  the  old  type  of  New-England  town  government, 
with  a  voting  list  of  twenty-six  hundred  (2,600)  names.  The  town  is  well  and 
honestly  governed,  and  always  has  been.  Corruption  begins  only  when  the 
power  leaves  the  people  and  is  delegated  to  city  councils.  The  tax  levied 
upon  the  people  of  Brookline  amounts  to  seven  hundred  and  ten  thousand 
dollars,  (|710,000,)  an  average  of  nearly  fifty  dollars  (|50)  per  head.  The 
greater  part  of  this  sum  is  collected  on  real  estate,  of  which  the  valuation  is 
forty  millions  ($40,000,000.)  The  personal  estate,  which  is  taxed  directly  to 
the  citizens,  is  valued  at  sixteen  millions,  ($16,000,000,)  and  the  corporation 
and  bank  tax  collected  and  distributed  to  towns  and  cities  by  the  State  repre- 
sents about  nine  millions  ($9,000,000)  more  of  personal  property  owned  by 
citizens  of  Brookline,  making  sixty-five  millions  ($65,000,000)  in  all,  of  which 
the  direct  tax  on  real  estate  is  assessed  upon  a  valuation  of  forty  millions 
($40,000,000.)  This  is  a  somewhat  extraordinary  example  of  a  rich  suburb  of 
a  great  city,  where  the  budget  is  very  large  and  the  rate  of  taxation  is  low. 
There  are  no  very  excessive  fortunes  in  the  place,  but  a  large  proportion  of 
the  people  would  be  counted  among  the  rich  or  fairly  prosperous  members  of 
the  community.  The  largest  single  tax  paid  on  any  one  estate  in  the  town  is  a 
fraction  over  twelve  thousand  dollars  ($12,000.)  The  tax  rate  is  at  eleven 
dollars  ($11)  per  thousand. 

These  two  suras  combined  amount  to  twelve  dollars  and  nineteen 
cents  ($12.19)  per  capita.  This  rate  of  taxation  is  less  than  that  of 
any  other  nation,  and  is  diminishing  per  capita. 

Great  Britain  comes  next  to  us  in  the  rate- of  national  taxation. 
The  cost  of  sustaining  the  Government  of  Great  Britain  and  Ire- 
land, which  is  covered  by  national  as  distinct  from  local  taxation,  is 
as  follows,  disregarding  small  fractions  : 

Civil  Service,  Army,  Navy,  Public  Works  and  Public  Buildings 

per  capita,   $6  75 

Interest  on  National  Debt  per  capita,   2  25 

Pension  and  Terminable  Annuities  per  capita,   1  00 


Total 


$10  00 
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In  the  United  States,  in  the  fiscal  year  ending  June  30,  1893, 
these  elements  are  as  follows  : 

Civil  Service,  Army,  Navy,  Public  Works  and  Public  Buildings  per 
capita,  exceeding  the  average  of  the  last  fourteen  years  fifty 
cents  per  bead   $3  95 

Interest  on  tbe  National  Debt  and  Pensions,  now  rapidly  diminish- 
ing,   2  79 

Total,   |5  74 

Our  annual  product  is  much  greater  per  capita  than  that  of  Great 
Britain,  and  therefore  our  tax  is  less  absolutely,  and  yet  much  less 
in  ratio  to  production. 

I  have  no  very  recent  data  of  the  cost  of  city,  county  and  town 
government  in  Great  Britain.  The  system  of  local  taxation  is  as 
complex  as  their  national  system  is  simple.  Two  or  three  years 
since  the  amount  per  capita  was  greater  than  our  own,  and  I  am 
informed  that  it  has  increased  since  the  county  councils  were  estab- 
lished. 

Our  whole  problem  of  national  taxation  is  not  important  in  its 
ratio  to  production  ;  as  a  mere  matter  of  money,  it  is  a  very  light 
burden.  The  annual  expenditure  for  lager  beer  at  only  fifty  cents 
per  gallon,  or  three  cents  a  half  pint,  comes  to  more  than  the  whole 
cost  of  our  National  Government.  In  1892  the  consumption  of 
beer  at  this  rate  came  to  1487,123,931,  against  Government  expen- 
ditures 1345,023,330. 

The  annual  expenditure  of  the  people  of  this  country  for  liquors 
and  tobacco,  including  the  taxes  which  sufl[ice  to  cover  the  whole 
normal  cost  of  State  and  National  Governments,  come  to  over 
$100,000,000,  or  twenty  to  twenty-five  per  cent,  more  than  the 
whole  amount  of  National  and  State  expenditures  combined. 

How  to  tax  rather  than  how  much  to  collect  is  the  question  which 
is  now  pending. 

The  burden  of  the  National  taxation  which  is  next  in  amount 
in  Germany  is  far  more  crushing  in  its  effect  because  of  the 
poverty  of  the  soil.  The  burden  of  richer  France  takes  three  or 
four  times  as  large  a  proportion  of  her  annual  product  as  our  own 
taxes  from  our  product,  while  poor  Italy  is  struggling  under  a 
burden  of  taxation  which  is  said  to  take  one-third  of  her  product, 
in  her  effort  to  avoid  national  bankruptcy,  and  is  subjected  almost 
to  famine  in  some  sections  of  the  country. 

You  will  observe  that  the  larger  increment  of  taxation  which  is 
applied  to  State  and  municipal  purposes  is  secured  almost  wholly 
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by  direct  taxation  upon  real  estate.  In  some  States  incomes  are 
included  ;  in  others,  with  more  or  less  success,  direct  taxes  are  im- 
posed upon  personal  or  intangible  property.  Other  taxes  are  col- 
lected on  licenses  and  in  several  other  ways,  but  the  main  source  is  the 
direct  tax  on  real  estate.  The  owners  of  property,  therefore,  now 
contribute  under  this  system  of  direct  State  taxation  a  much  larger 
sum  to  the  general  support  of  the  government  of  State  and  Nation 
combined  than  is  contributed  by  consumers  for  the  support  of  the 
National  Government  only. 

The  plea  for  a  national  income  tax,  which  has  sometimes  been 
sustained  upon  the  ground  that  property  does  not  now  contribute 
to  the  general  support  of  the  Government,  therefore  has  no  support 
in  fact.  It  is  due  to  oversight  of  this  fact  on  the  part  of  those  who 
urge  this  plea,  that  the  largest  element  of  taxation  has  become 
necessary  to  sustain  local  self-government,  nearly  all  of  which  is 
secured  by  direct  taxes  on  property  and  incomes,  that  they  make 
this  mistake. 

May  we  not  hold  that  the  protection  of  property  comes  more 
under  the  jurisdiction  of  the  State  than  of  the  Nation  ;  while,  on 
the  other  hand,  the  imperial  function  of  the  Nation  is  mainly  to 
protect  individuals,  /.  e.,  mainly  to  protect  every  citizen  in  this 
right  to  personal  liberty.  Are  not  rights  and  duties  fairly  well  ad- 
justed when  the  tax  for  the  support  of  local  self-government  is  col- 
lected from  the  owners  of  property,  while  the  tax  which  is  necessary 
for  the  maintenance  of  personal  liberty  is  contributed  mainly  by 
each  person  in  proportion  to  his  consumption  of  the  subjects  of 
taxation  ?  It  would  seem  that  there  can  be  no  reasonable  objec- 
tion to  the  very  small  individual  contribution  by  consumers  to 
which  the  cost  of  our  National  Government  has  been  reduced  ;  es- 
pecially when  the  greater  part,  and  presently  the  whole  of  that 
assessment  may  be  put  upon  articles  of  voluntary  and  not  of  neces- 
sary consumption,  to  the  end  that  he  who  does  not  choose  to  con- 
tribute to  the  support  of  the  National  Government  may  rightly 
deprive  himself  of  the  privilege  of  so  doing  at  his  own  will  by  re- 
fraining from  liquors,  tobacco  and  a  few  fine  textile  fabrics  and 
other  articles  of  purely  voluntary  use. 

In  support  of  these  statements  I  will  now  repeat  some  very 
startling  figures,  to  which  I  have  before  attempted  to  call  public 
attention.  It  is  substantially  fifteen  years  since  the  Nation  re-estab- 
lished the  standard  of  value  on  the  lawful  unit  of  a  dollar  made  of 
gold  and  put  all  our  affairs  again  on  a  specie  basis.  During  that 
period  the  entire  normal  cost  of  conducting  the  Government  of  the 
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United  States  for  the  civil  service,  the  army,  the  navy,  the  improve- 
ment of  rivers  and  harbors,  the  construction  of  public  buildings 
and  works,  the  cost  of  the  new  navy,  and  all  other  expenditures 
pertaining  to  the  conditions  of  order  and  industry,  has  been  derived 
from  the  revenue  secured  on  liquors  and  tobacco  only,  domestic 
and  foreign.  During  the  last  three  years  there  have  been  certain 
expenditures  of  the  public  money,  included  under  the  head  of 
normal  expenditures,  vs^hich  will  not  recur  again,  and  which  do  not 
rightfully  belong  to  the  cost  of  government.  When  these  are 
included  the  record  shows  a  little  excess  of  expenditure  above  the 
revenue  derived  from  liquors  and  tobacco.  These  abnormal  expen- 
ditures consists  of  payments  for  the  extinguishment  of  the  titles  to 
Indian  lands  to  the  extent  of  several  million  dollars — I  have  not  the 
exact  sum — a  part  of  the  cost  of  the  census,  the  refunding  of 
direct  taxes  to  States  which  was  voluntary  on  the  part  of  the 
nation,  amounting  to  about  sixteen  million  dollars  (816,000,000  ;) 
and  the  bounties  paid  to  sugar  planters,  including  those  of  the 
present  year,  amounting  to  twenty-two  million  dollars  ($22,000,000.) 
The  sum  of  these  abnormal  expenditures  which  will  not  recur 
again  corresponds  very  closely  to  the  excess  above  the  revenue 
which  was  derived  from  liquors  and  tobacco  in  the  whole  period  of 
fifteen  years.  It  may  be  remarked,  by  the  way,  that  these  wholly 
unusual  expenditures  of  the  last  three  years  have  been  taken  from 
the  cash  in  the  Treasury.  That  fact  brings  into  conspicuous 
notice  the  conclusion  that  the  late  loan  of  fift}^  million  dollars  has 
been  required  only  in  order  to  put  back  into  the  Treasury  money 
that  had  been  almost  wholly  paid  out  for  a  refund  of  the  direct 
tax  for  sugar  bounties  and  for  the  extinction  of  titles  to  Indian 
lands.  I  will  not  repeat  this  table  of  expenditures  year  by  year, 
since  you  will  find  it  in  your  report  : 


Year. 

Population. 

Becenue  from  Liquor 
and  Tobacco,  domes- 
tic and  imported. 

All  expenses  of  the 
Gotemment.  except 
Interest  and  Pensions. 

1879,  

48,866,000 

$112,752,284 

$126,498,452 

1880,  

50,155,783 

123,750.605 

112,312,888 

1881,  

51,316,000 

  135,028,455 

127,083,618 

1882,  

52,495,000 

146,603,931 

125,559,039 

1883,  

53,693,000 

150,288,620 

140.235,433 

1884  

54,911,000 

134,262,278 

134,118,638 

1885,  

56,148,000 

126,662,012 

  152,738,411 

1886,  

57,404,000 

132,181,621 

128,498,128 

1887,  

58,680,000 

134,389,577 

145,161,501 

1888, 

59,974,000 

140,691,047 

134,650,442 

1889,, 

61,289,000 

148,883,789 

153,370,352 
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Bevennefrom  Liquor  All  expenses,  of  the 

Year.                  Population.                and  Tobacco,  domes-  Qovernment,  except 

tic  and  im.ported.  ^  Interest  and  Pensions. 

1890,                   63,623,250       ....        163,485,350  ....  154,700,347 

1891,  *                 63,975,000       ....        170,372,969  ....  193,409,598 

1892,  *                 65,520.000       ....        171,875,388  ....  187,062,163 

1893,  *                 66,826,000       ....        177,172,362  ....  196,856,004 


Total,   863,875,033       ....    $2,168,400,288       ...  $2,212,255,013 

Per  Capita,.    $2.51  ....  $2.56 


Suffice  it  that  the  normal  cost  of  the  Government,  year  by  year 
for  fifteen  years,  varying  but  little,  has  been  two  dollars  and  fifty 
cents  ($2.60)  joer  capita,  and  the  revenue  derived  from  liquors  and 
tobacco,  domestic  and  foreign,  has  also  been  two  dollars  and  fifty 
cents  [%2.b())  per  capita.  The  variations  are  so  insignificant  as  not 
to  be  worthy  of  notice.  But  there  is  a  rule  developed  by  these 
statistics  which  is  important.  The  revenue  from  these  sources  is 
relatively  increasing,  while  the  cost  of  government  is  now  rela- 
tively diminishing  year  by  year  in  ratio  to  the  population. 

We  may  now  safely  make  a  forecast  of  the  conditions  of  the 
next  fiscal  year  on  this  rule  which  has  been  developed  by  the  figures 
of  the  fiscal  years  which  elapsed  between  June  30,  1878,  and  June 
30,  1893,  taking  no  consideration  of  the  present  fiscal  year  ending 
June  30,  1894,  which  must  be  set  apart  in  this  and  all  future  com- 
pilations because  of  the  purely  abnormal  conditions  of  the  year  due 
to  the  panic.  Yet,  even  in  this  year,  the  total  falling  oJff  in  the 
revenue  from  the  sources  named  will  be  but  little. 

We  may  predict  normal  revenues  in  the  next  year  of  probable 
business  activity,  which  will  end  June  30,  1S95.  That  year  will  be 
one  of  assured  business  activity,  if  prompt  action  is  now  had  in 
Washington  to  take  the  revenue  question  out  of  politics  and  to 
sustain  the  standard  of  value  without  fear  or  favor.  On  these 
assumptions,  it  is  certain  that  the  revenues,  on  the  basis  of  1893, 
from  liquors  and  tobacco,  from  the  tax  on  bank  circulation,  oleo- 
margarine and  cards,  with  the  miscellaneous  permanent  receipts 
added  thereto,  will  come  to  three  dollars  and  a  quarter  per  head 
($3.25.)  The  population  will  be  seventy  millions  six  hundred 
thousand  (70,600,000.)  The  revenue  from  these  sources  will,  there- 
fore, be  about  two  hundred  and  thirty  million  dollars  ($230,000,000.) 
The  appropriations  suggested  by  the  Secretary  of  the  Treasury 


*  Including  refund  of  direct  tax,  sugar  bounties,  extinction  of  title  to  Indian  land  and  expen- 
ditures on  census,  in  all  about  $44,000,000,  which  are  non-recurrent.  These  being  deducted 
bring  revenue  from  liquors  and  tobacco  and  cost  of  Government  to  an  almost  exact  balance. 
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REVEIUE  AND  EXPENDITURES  OF  THE  UNITED  STATES  FOR 


FOURTEEN  YEARS  SINCE  THE  RESUMPTION  OF 


SPECIE  PAYMENTS.    FISCAL  YEARS  1879  TO  1892  INCLUSIVE. 


Administration  of 


President  Hayes- 
Secretary  Sherman. 


Secretary  Folger. 


Presidents  Garfield  and  Arthur; 
President  Arlliur — 
Secretary  Folger   | 

Secretary  McCulloch  ! 


President  Cleveland- 
Secretary  Manning. 


Secretary  Faircliild. 


President  Harrison- 
Secretary  Windom. 


Secretary  Foster. 


48,866.000 
50,1. '55.783 
51,316,000 
52,495.000 
53,693,000 
54,911,000 
56,148,000 
57,404,000 
58.680,000 
69,974,000 
61,289,000 
62,622,250 
63,975,000 
65,520.000 


797,049.1 


$272,322,137 
333.526,(1)1 
360,782,^92 
408,525,x;50 
398,287,583 
348,519,870 
323,690,706 
336,439,737 
371,403,278 
379,266,075 
387.050,059 
403,080,983 
392,612,447 
353,937,784 


$3.66 
6.67 
7.03 

7.42 
6.34 
5.78 
5  86 


Proportion  year  by  year 


Liquors  aod  to-  Public  lands  a 
bacco.  domestic  permanent 
aud  foreign.  receipts. 


1112.752.284 
1?3.750,605 
135.028,455 
146,603.931 
150.288.620 
134,262.278 
126,662,012 
132.181.621 
134,389,577 
140.691.047 
148.883.789 
163,485,350 
170,372.969 
171,875,388 


$1,991,227,926 


$20,565,697 
21.978,825 
35.154,851 
81,703,645 
80,796,69,5 
21,984,882 
24,014.055 

26,005,815 
24.674,446 
24,297,151 
24.447.420 
28,374,457 
27,403.993 


1347.411,158 


187,797, 
200,598, 
225,217. 
217,202, 
192,273, 
173,014, 
183,268, 
211.007, 
213,900, 
313,869, 
215,148, 


154,658,403 


$266,947,883 
264,847,637 
259,651,639 
257,981,439 
365,408,138 
344.126,244 
260.226,935 
242,483,138 
367,932,180 
259,653,959 
281,996,616 
297,736,487 
353,372,684 
845,023,330 


$5.46 

5.06 
4.91 
4.95 
4.44 
4.63 
4.23 
4.56 

4.60 

5.55 
5.27 


$4.85 


Proportion  year  by  year. 


$126,493,452 
112,313.888 
137,083,618 
125,559,039 
140,235,433 
184,118,638 
152,738,411 
128,498,128 
145,161,5M 
134,650,442 
153,870,852 
154,700,347 
193,409,598 
187.063,162 


1,015,399,009 


$2.59 
2.24 
2.47 
2  39 
2.62 
2.44 
2.72 
2.24 
2.47 
2.25 
2.50 
2.43 


$140,449,431 

$2.87 

132,568,021 

133,423,401 

2.52 

125,172,705 

To! 

110,007,607 

107,488,524 

1.91 

113.985  010 

1.99 

123,770,679 

2.09 

125,003,516 

2.08 

128,626,263 

■2.10 
2.26 

143,036,139 
161,963,087 

2.53 

157,961,169 

2.42 

$1,853,989,301 

$2.82 

Revenu'e  from  liquors  and  tobacco. 
Revenue  from  permanent  receipts  . 

Revenue  from  all  other  taxes  

Total  


$1,991,227,926 
347,411,158 
2,725,805,607 


$5,064,444,691 


Expenditures— Cost  of  government. 

Expenditures— Interest  

Expenditures— Pensions  


Expenditures— Payment  of  debt. 
Total  


2,015,399,308 
.800,858,989 
1,053,130,313 


$3,i 


,195,056,; 


$5,064,444,691 


STANDARD  OF  COMPARISON,  THE  PRODUCTION  AND  CONSUMPTION  OF  LIQUORS. 


CONSUMPTION  OF  UQU0R8  PER  CAPITA  IN 


Spirits  withdrawn,  including  fruit  brandy— gallons. 

Less  12  per  cent,  used  In-the  arts.  

Consumed  as  beverage   . . 


89,554.919 
10,746,589 
78,808,330 


$15.! 


Valuation  spirits— 78, 80f 
Valuation  beer— 974,247, 
Domestic  wines— 25,000, 

Imported  beer  

Imported  wines  

Totallnl891  

Estimated  increase  spirits  in  1893.  

Actual  increase  beer  

Increase  domestic  and  imported  wines 

Total,  1892   $1,000,884,277 

Authority,  F.  N.  Barrett. 


10  gallons,  at  $4.50   $354,637,485 

?  gallons,  at  50  cents   487,123,981 

)  gallons,  at  $2.00   50,000,000 

  3,051,898 

  40,000.000 


35,000,000 
21,070,963 
10,000,000 


Expenditures  of  the  United  States  government  1892, 

$5.27  ■WHMBMI^^HM 

The  quantities  of  spirits,  wine  and  beer  are  well  established  by  the  data  of-taxatian. 
The  prices  are  assumed  to  be  what  are  paid  for  consumption.  A  gallon  of  spirits 
yields  16  half -pints,  the  average  single  portion  is  one  third  of  this  quantity.  At  $4.50 
per  gallon,  the  average  charge  would  be  9-36  100  cents.  A  gallon  of  beer  served  in  16 
half  pints,  computed  at  50  cents  a  gallon,  would  give  3-  06-100  cents  each.  Spirits, 
wine  and  beer  per  day  per  person,  at  4  cents.  All  govemmeni  expenditures  1891, 
per  person,  1  tWo  cents. 

Compiled  by  Edward  Atkinson,  Boston,  Jan.  1,  1893 


The  fioaacial  reports  for  the  fiscal  year  ending  Jane  31),  1893,  tally  sastain  the  rule  developed  by  the  foregoing  table.    See  previous  table. 
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with  the  interest  added,  aside  from  pensions,  would  only  amount 
to  two  hundred  and  three  million  dollars,  (1203,000,000,)  if  made 
according  to  his  recommendations.  But  the  Committee  on  Appro- 
priations has  already  made  a  large  redaction  on  the  Secretary's 
estimates,  which  will  bring  the  cost  of  government  down  to  the 
normal  average  of  substantially  two  and  one-half  dollars  ($2.50) 
per  head.    (See  table  attached.) 

Even  if  the  appropriations  suggested  by  the  Secretary  of  the 
Treasury  were  made  in  full,  there  will  be  a  probable  surplus  in  the 
next  fiscal  year  of  twenty-five  million  dollars  (125,000,000)  from 
the  sources  which  I  have  named,  which  excess  may  be  applied  to 
the  obligations  for  pensions.  In  whatever  amount  the  appropria- 
tions are  reduced  below  the  Secretary's  estimates,  this  excess  of 
revenues  from  liquors  and  tobacco,  banks,  oleomargarine,  playing 
cards,  sale  of  public  lands  and  otlier  miscellaneous  receipts,  will  be 
increased.  Whatever  this  excess  of  revenue  from  these  sources  is, 
it  will  be  available  to  meet  the  diminishing  obligations  for  pensions. 
It  will  be  remarked  that  the  great  falling  off  in  revenue  since  the 
beginning  of  the  panic  has  been  in  duties  on  imports.  The  revenue 
from  whisky  has  been  temporarily  diminished  pending  legislation, 
the  revenue  from  beer  has  increased,  and  that  from  tobacco  has 
varied  but  little. 

The  appropriation  for  the  pension  obligations  for  the  present 
fiscal  year  was  over  one  hundred  and  sixty  million  dollars, 
(1160,000,000,)  of  which  it  is  probable  that  more  than  twenty 
million  dollars  ($20,000,000)  will  not  be  expended  in  the  year. 
The  proposed  appropriation  for  the  next  fiscal  year  is  one  hundred 
and  fifty  million  dollars  ;  ($150,000,000  ;)  but,  from  the  best  infor- 
mation that  can  now  be  obtained,  the  amount  expended,  both  for 
arrears,  first  payments  and  upon  the  pension  roll,  will  be  less  than 
one  hundred  and  forty  million  dollars  ($140,000,000.)  Attention 
should  be  given  to  the  fact  that  the  prospective  burden' of  pensions 
has  been  very  much  exaggerated  through  the  inclusion  with  the 
annual  pension  roll  of  what  are  called  the  first  payments,  which, 
when  once  liquidated,  are  ended.  These  first  payments  are  made 
at  the  rate  of  the  pension  granted,  from  the  date  of  application  up 
to  the  time  when  the  claim  is  audited  and  passed,  and  they  some- 
times cover  many  years.  More  than  one-third  of  the  entire  pay- 
ment of  pensions,  since  the  beginning  up  to  this  time,  has  consisted 
in  these  first  payments,  or  in  arrears  or  additions  made  by  legisla- 
tions to  the  previous  obligations.  The  exact  measure  of  the  annual 
pension  roll,  which  is  the  permanent  obligation,  cannot  now  be 
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ascertained.  Suffice  it  that  nearly  all  the  claims  that  can  be  justly 
acted  upon  have  already  been  passed.  The  greater  number  of  those 
which  have  been  suspended  are  now  being  rejected,  while  the  pen- 
sion roll  itself  is  being  carefully  scrutinized,  to  the  end  that  no  just 
claim  shall  be  refused,  and  no  fraudulent  claim  shall  be  continued. 

It  is  now  very  certain  that  the  annual  obligation  upon  the  pension 
roll  proper  has  reached  its  maximum  and  is  continually  diminishing. 
The  previous  Commissioner  of  Pensions,  Gen.  Ratjm,  computed  the 
rate  of  the  falling  in  of  pensions  at  six  to  seven  million  dollars  a 
year  ;  it  is,  of  course,  accelerated  with  the  lapse  of  time.  Suffice 
it  that  either  in  the  next  fiscal  year,  or  in  the  subsequent  fiscal  year 
at  the  farthest,  the  maximum  pension  obligations  under  existing  acts 
will  have  long  since  been  passed. 

The  obligation  of  the  fiscal  year  ending  June  30,  1895,  is  not 
likely  to  exceed  one  hundred  and  thirty-five  million  dollars 
(1135,000,000  ;)  it  will  very  surely  not  exceed  that  sum  in  the  sub- 
sequent year. 

I  have  previously  demonstrated  the  fact  that  under  our  prese 
conditions  of  the  assured  stability  of  the  currency,  coupled  with 
reasonably  prompt  action  upon  pending  revenue  measures,  we  may 
expect  a  return  of  activity  in  trade  after  the  1st  of  July.  If 
prompt  action  is  taken  upon  pending  measures,  my  own  anticipa- 
tions are  of  very  great  activity,  because  I  do  not  think  a  purely 
artificial  depression  and  paralysis  of  industry,  which  may  be  wholly 
attributed  to  the  incapacity^  of  legislators,  will  have  any  thing  like 
the  effect  in  point  of  duration  as  compared  to  the  ordinary  com- 
mercial crisis  which  is  brought  about  by  the  over  building  of  rail- 
ways, over  speculation  in  land,  or  some  one  of  the  ordinary  causes 
of  commercial  crises.  My  own  judgment  is,  that  by  so  much  as 
this  purely  artificial  repression  of  activity  has  affected  affairs,  by  so 
much  will  the  activity  of  trade,  the  investment  of  capital  and  the 
extension  of  commerce,  become  greater  when  the  cause  of  repres- 
sion is  removed.  As  I  touch  the  nerves  of  the  great  factories  and 
workshops  of  the  country^  in  my  profession  I  can  feel  suppression  of 
force  and  energy  waiting  impatiently  to  begin  anew  their  active 
work.  But  even  under  ordinary  conditions,  or  even  with  only  a 
partial  restoration  of  activity  in  the  next  fiscal  year,  it  is  abso- 
lutely certain  that  a  measure  for  the  collection  of  revenue  sub- 
stantially corresponding  to  that  which  is  now  pending  in  the  Senate, 
without  the  Income  tax,  will  yield  an  ample  surplus  over  the  ex- 
penditures of  the  next  year  to  cover  all  contingencies. 

It  follows  that  an  advocacy  of  an  income  tax  for  the  purpose  of 
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meeting  an  expected  deficiency  has  no  support  in  any  reasonable  or 
judicious  estimate  of  our  obligations.  I  need  not  dwell  upon  the 
inexpediency  of  an  income  tax  in  this  country  before  this  audience. 
There  are  plausible  grounds  upon  which  an  income  tax  may  be 
sustained,  and  there  is  a  specious  appearance  of  a  contribution  in 
proportion  to  ability  attributed  to  such  a  tax.  But  when  the  sub- 
ject is  examined  with  any  judicial  care  this  plausible  and  specious 
appearance  of  equity  vanishes.  Witness  the  effect  of  a  tax  upon 
the  income  of  miscellaneous  corporations.  Such  a  tax  can  only  be 
proposed  by  those  who  have  the  impression  tliat  the  stock  in  mis- 
cellaneous corporations  is  mainly  in  the  hands  of  a  few  rich  men. 
No  error  could  be  more  complete.  Stock  in  national  banks  is 
largely  held  by  the  savings  banks,  to  which  are  intrusted  the 
savings  of  the  poor.  Stock  in  factory  corporations,  to  my  own 
personal  knowledge,  is  very  widely  distributed,  and  there  is  a  con- 
stant tendency  to  the  increase  of  the  number  of  small  holders. 
Stock  in  railway  corporations  is  ver}^  widely  distributed  in  all  cor- 
porations tliat  have  any  substantial  basis  for  a  dividend.  It  is  only 
the  speculative  stocks  that  are  held  in  considerable  amounts  for 
other  purpose  than  income. 

The  income  tax  on  the  professional  man  bears  very  heavily  as 
compared  to  one  in  possession  of  an  income  derived  from  invested 
property.  At  every  point  we  come  to  elements  of  injustice  and 
inequality  in  the  burden  on  an  income  tax,  to  the  end  that  it  can 
only  be  justified  as  an  ultimate  resort  in  the  case  of  war.  If  we 
examine  the  Act  which  is  now  before  the  Senate  with  only  superfi- 
cial care,  we  find  that  it  carries  within  itself  the  elements  of  its  own 
destruction.  It  would  be  a  subject  of  graver  doubt  and  greater 
difficulty  in  its  enforcement  than  even  the  late  Act  for  the  coinage 
of  the  so-called  seigniorage  or  "  vacuum,"  which  has  been  vetoed. 
I  believe  myself  that  in  the  present  shape  of  the  Act  no  revenue 
can  ever  be  collected  under  it  of  any  moment.  Even  if  it  should 
yield  revenue,  I  have  demonstrated  to  you  the  fact  that  every  dollar 
would  be  a  dollar  of  surplus  in  addition  to  an  ample  surplus  already 
assured  by  the  conditions  of  the  country  under  the  revenue  acts 
now  pending. 

But  I  need  not  deal  with  this  special  subject  at  length  at  this 
time.  Suffice  it  that  I  have  put  before  you,  to  the  best  of  my 
ability,  the  elements  of  the  financial  strength  of  this  country  and 
the  purely  legislative  or  artificial  causes  of  the  recent  paralysis  of 
industry.  I  thank  you  for  your  courtesy  and  your  attention,  and 
I  trust  that  I  have  not  wearied  you. 


